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GLOBAL FIXED INCOME - OUTLOOK & STRATEGY

Market Recap & Outlook
The US dollar bear market is taking an autumn sabbatical. 

Maybe it will resume after the US federal government 

shutdown ends, but for now DXY is staging a convincing 

rebound. We believe US exceptionalism is back, if it ever left. 

The S&P 500 and NASDAQ equity indices set new highs in late 

October, just before the Federal Reserve cut policy rates by 

the expected 25bp. Fed commentary was more hawkish than 

markets had expected, though.

Fed caution seems reasonable given poor visibility on current 

US inflation trends, in our view.  Private sector high frequency 

measures such as Truflation has remained benign, but the ISM 

Prices Paid measure for October was high, and this measure 

has been a good predictor of core inflation in the past. The 

10-year Treasury backed up to 4.15% and the probability of a 

December cut declined.

US economic growth is univariate, in our view. AI-focused 

tech capital expenditures represent nearly all the growth in 

private capital spending this year, while tech stock-driven 

wealth effects have kept high net worth US consumers in 

a positive mood. At the same time, the subprime economy 

appears to be recessionary, in our view. Part of this weakness 

can be explained by the required resumption of student loan 

payments, but other factors may also be important, including 

higher rents, local taxes and home and auto insurance charges 

for families on essentially fixed incomes. What seems to be 

missing is any material wage gain for current employees from 

the cutoff of competing lower skilled migrants. The labor 

market does not seem to be either tightening or softening, 

but drifts in a low hire, low fire equilibrium.  The US economy 

remains K-shaped, with stress at the bottom and abundance at 

the top.

We are not sure what letter describes the Eurozone economy 

unless it is the letter I on its side.  Of the big four E-zone 

economies, only Spain is expected to grow by more than 1% in 

2025. Mooted German defense and public works spending is 

still a coming attraction, not yet in theaters. As hope springs 

eternal, and growth forecasts for 2026 are higher, we expect 

the European Central Bank to remain on hold for the 

remainder of the year. 

Global equity markets are also arguably univariate, as the 

US comprises nearly one half of total global equity market 

capitalization. As US equities are dominated by tech hyper-

scalers, this is a one industry asset now. 

Our Strategy
We believe the obvious risk for global investors is a US tech 

bust. In this case, we believe bonds will outperform, and we 

would expect non-USD bonds to outperform more in a USD 

bear market. We would expect foreign capital to run away 

from a US equity meltdown, not towards it. This might be 

frightening, but perhaps no less frightening than investors 

having to choose between the relative value propositions of 

electric vehicles and China’s robot armies.
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Important Disclosures 
Key Risks: Credit Risk, Issuer Risk, Interest Rate Risk, Liquidity Risk, Non-US Securities 

Risk, Currency Risk, Derivatives Risk, Leverage Risk, Counterparty Risk, Prepayment 

Risk and Extension Risk. Investing involves risk including possible loss of principal.

This marketing communication is provided for informational purposes only and should 
not be construed as investment advice. Any opinions or forecasts contained herein reflect 
the subjective judgments and assumptions of the authors only and do not necessarily 
reflect the views of Loomis, Sayles & Company, L.P. Investment recommendations may be 
inconsistent with these opinions. There is no assurance that developments will transpire 
as forecasted and actual results will be different. Data and analysis does not represent the 
actual or expected future performance of any investment product. Information, including 
that obtained from outside sources, is believed to be correct, but Loomis Sayles cannot 
guarantee its accuracy. This information is subject to change at any time without notice. 

Market conditions are extremely fluid and change frequently. 

Diversification does not ensure a profit or guarantee against a loss.

Any investment that has the possibility for profits also has the possibility of losses, 
including the loss of principal.

There is no guarantee that the investment objective will be realized or that the 
strategy will generate positive or excess return.

Past market experience is no guarantee of future results.

For Institutional Use Only. Not For Further Distribution.
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